the need (because of national and cross-national workforce demographic trends) to hire more women, minorities, and foreign nationals. The marketing, creativity, problem-solving, and system flexibility argument, are derived from what we call the "value-in-diversity hypothesis" that diversity brings net-added value to organization processes.
Cost
Organizations have not been as successful in managing women and racioethnic minorities (racially and/or ethnically different from the white/Anglo majority) as white males. Date shows that turnover and absenteeism are often higher among women and racioethnic minorities than for white males. For example, one study reported that the overall turnover rate for blacks in the United States workforce is forty percent higher than for whites. Also, Corning Glass recently reported that between 1980-87, turnover among women in professional jobs was double that of men, and the rates for blacks were 2.5 times those of whites. A two-to-one ratio for women/men turnover was also cited by Felice Schwartz in her article on multiple career tracks for women in management.4
Job satisfaction levels are also often lower for minorities. A recent study that measured job satisfaction among black and white MBAs revealed that blacks were significantly less satisfied with their overall careers and advancement than whites.5
Frustration over career growth and cultural conflict with the dominant, white-male culture may be the major factor behind the different satisfaction levels. Two recent surveys of male and female managers in large American companies found that although women expressed a much higher probability of leaving their current employer than men, and had higher actual turnover rates, their primary reasons for quitting were lack of career growth opportunity or dissatisfaction with rates of progress. One of the surveys also discovered that women have higher actual turnover rates at all ages, and not just during the child-bearing and child-rearing years. 6 Organizations have not been as successful in managing women and racioethnic minorities (racially and/or ethnically different from the white/Anglo majority) as white males. 46 
Cost Argument
As organizations become more diverse, the cost of a poor job in integrating workers will increase. Those who handle this well, will thus create cost advantages over those who don't.
Resource-Acquisition
Companies develop reputations on favorability as prospective Argument employers for women and ethnic minorities. Those with the best reputations for managing diversity will win the competition for the best personnel. As the labor pool shrinks and changes composition, this edge will become increasingly important.
Marketing Argument
For multi-national organizations, the insight and cultural sensitivity that members with roots in other countries bring to the marketing effort should improve these efforts in important ways. The same rationale applies to marketing to subpopulations within domestic operations.
Creativity Argument
Diversity of perspectives and less emphasis on conformity to norms of the past (which characterize the modern approach to management of diversity) should improve the level of creativity.
Problem-solving
Heterogeneity in decision and problem solving groups Argument potentially produces better decisions through a wider range of perspectives and more thorough critical analysis of issues. 6. System Flexibility An implication of the multicultural model for managing Argument diversity is that the system will become less determinant, less standardized, and therefore more fluid. The increased fluidity should create greater flexibility to react to environmental changes (i.e., reactions should be faster and at less cost). Organizations' failure to manage women and racioethnic minorities as successfully as white males translates into unnecessary costs. Since eighty-five percent of net additions to the workforce during the decade of the 90's are expected to be women and radioethnic minorities, these costs will escalate in the coming years.
Organizations that fail to make appropriate changes to more successfully use and keep employees from different backgrounds can expect to suffer a significant competitive disadvantage compared to those that do. Alternatively, organizations quick to create an environment where all personnel can thrive should gain a competitive cost advantage over nonresponsive or slowly responding companies.
Cost implications in managing diversity also occur in benefits and work schedules. In one study, companies were assigned an "accommodation score" based on the adoption of four benefit-liberalization changes associated with pregnant workers. Analysis revealed that the higher a company's accommodation score, the lower the number of sick days taken by pregnant workers and the more willing they were to work overtime during pregnancy.7
Two other studies investigated the effect of company investment in day care on human resource cost variables. In one study, turnover and absenteeism rates for working mothers using a company-sponsored child development center were compared to those who either had no children or had no company assistance. Actual cost savings from improving the management of diversity are difficult to determine. It is, however, possible to estimate those related to turnover. For example, let us assume an organization has 10,000 employees in which 35 percent of personnel are either women or racioethnic minorities. Let us also assume a white male turnover rate of ten percent. Using the previous data on differential turnover rates for women and racioethnic minorities of roughly double the rate for white males, we can estimate a loss of 350 additional employees from the former groups. If we further assume that half of the turnover rate difference can be eliminated with better management, and that total turnover cost averages $20,000 per employee, the potential annual cost savings is $3.5 million. This example only addresses turnover, and additional savings may be realized from other changes such as higher productivity levels.
Although accurate dollar cost savings figures from managing diversity initiatives of specific companies are rarely published, Ortho Pharmaceuticals has calculated its savings to date at $500,000, mainly from lower turnover among women and ethnic minorities. 1I
Resource Acquisition Attracting and retaining excellent employees from different demographic groups is the second "inevitability"-related competitiveness issue. As women and racioethnic minorities increase in proportional representation in the labor pool, organizations must compete to hire and retain workers from these groups. Recently published accounts of the "best companies" for women and for blacks have made public and highlighted organizations which are leaders in organizational change efforts to effectively manage diversity. 12 In addition to listing the best companies, the publications also discuss why certain companies were excluded from the list.
The impact of these publications on recruitment of quality personnel has already begun to surface. Merck, Xerox, Syntex, Hoffman-La Roche, and Hewlett-Packard have been aggressively using favorable publicity to recruit women and racioethnic minorities. According to company representatives, the recognitions are, in fact, boosting recruiting efforts. For example, Merck cites its identification as one of the ten best companies for working mothers as instrumental in recent increases in applications. 1 As these reputations grow, and the supply of white males in the labor market shrinks, the significance of the resource acquisition issue for organizational competitiveness will be magnified.
Marketing
Markets are becoming as diverse as the workforce. Selling goods and services is facilitated by a representational workforce in several ways. First, companies with good reputations have correspondingly favorable public relations. Just as people, especially women and racioethnic minorities, may prefer to work for an employer who values diversity, they may also prefer to buy from such organizations.
Second, there is evidence that culture has a significant effect on consumer behavior. For example, in the Chinese culture, values such as a tradition of thrift, and teenagers' deference to their parent's wishes in making purchases, have been identified as affecting consumer behavior. 14 While much of the research on cross-cultural differences in consumer behavior has focused on cross-national comparisons, this research is also relevant to intra-country ethnic group differences.
Immigration from Latin America and Asia will continue to be high in the 90's. This represents a large influx of first-generation Americans having strong ties to their root cultures. Acculturation patterns among Asian and Hispanic Americans indicates that substantial identity with the root cultures remain even after three or more generations of United States citizenship. This implies that firms may gain competitive advantage by using employee insight to understand culture effects on buying decisions and map strategies to respond to them.
USA Today provides a good example. Nancy Woodhull, president of Gannett News Media, maintains that the newspaper's marketing success is largely attributable to the presence of people from a wide variety of cultural backgrounds in daily news meetings. Group diversity was planned and led to a representation of different viewpoints because people of different genders and racioethnic backgrounds have different experiences shaped by group identities.
Avon Corporation used cultural diversity to turn around low profitability in its inner-city markets. Avon made personnel changes to give Black and Hispanic managers substantial authority over these markets. These formerly unprofitable sectors improved to the point where they are now among Avon's most productive U.S. markets. Avon President Jim Preston commented that members of a given cultural group are uniquely qualified to understand certain aspects of the world view of persons from that group.
In some cases, people from a minority culture are more likely to give patronage to a representative of their own group. For at least some products and services, a multicultural salesforce may facilitate sales to members of minority culture groups. 'national" competitiveness. Just having diversity, however, is not sufficient to produce benefits. We must also manage it.
Creativity
Advocates of the value-in diversity hypothesis suggest that work team heterogeneity promotes creativity and innovation (see endnote 1). Research tends to support this relationship. Kanter's study of innovation in organizations revealed that the most innovative companies deliberately establish heterogeneous teams to "Icreate a marketplace of ideas, recognizing that a multiplicity of points of view need to be brought to bear on a problem" (p. 167). Kanter also specifically noted that companies high on innovation had done a better job than most on eradicating racism, sexism, and classism and, tended to employ more women and racioethnic minorities than less innovative companies. '5
Research by Charlene Nemeth found that minority views can stimulate consideration of non-obvious alternatives in task groups. In a series of experiments, participants were asked to form as many words as possible from a string of 10 letters. Individual approaches to the task were determined and then groups formed that were either majority (all members subscribed to the strategy for forming letters advocated by the majority of participants) and minority (non-majority individuals were present in the groups). Nemeth found that the "minority" groups adopted multiple strategies and identified more solutions than the "majority" groups. She concluded that the groups exposed to minority views were more creative than the more homogeneous, majority groups. She further concluded that persistent exposure to minority viewpoints stimulates creative thought processes.
Another experiment compared the creativity of teams that were homogeneous on a series of attitude measures against teams with heterogeneous attitudes. Problem solution creativity was judged on originality and practicality. Results indicated that as long as the team members had similar ability levels, the heterogeneous teams were more creative than the homogeneous ones. 16 If people from different gender, nationality, and racioethnic groups hold different attitudes and perspectives on issues, then cultural diversity should increase team creativity and innovation.
Attitudes, cognitive functioning, and beliefs are not randomly distributed in the population but tend to vazy systematically with demographic variables such as age, race, and gender.17 Thus, an expected consequence of increased cultural diversity in organizations is the presence of different perspectives for problem solving, decision making and creative tasks.
Specific steps must be taken however, to realize this benefit. The research shows that in order to obtain the performance benefits, it was necessary for heterogeneous team members to have awareness of the attitudinal differences of other members. Similarly, diversity needs to be managed in part, by informing work-group members of their cultural differences. In recognition of this, cultural awareness training has become a standard element of organization change projects focusing on managing diversity.
Problem Solving
Diverse groups have a broader and richer base of experience from which to approach a problem. Thus, managing diversity also has the potential to improve problem solving and decision making.
In the 1960s, several University of Michigan studies discovered that heterogeneous groups produced better quality solutions to assigned problems than homogeneous
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If people from different gender, nationality, and racioethnic groups hold different attitudes and perspectives on issues, then cultural diversity should increase team creativity and innovation.
groups. Dimensions of group diversity included personality measures and gender.
In one study, sixty-five percent of heterogeneous groups produced high quality solutions (solutions that provided either new, modified, or integrative approaches to the problem) compared to only twenty-one percent of the homogeneous groups. This difference was statistically significant. The researchers noted that "mixing sexes and personalities appears to have freed these groups from the restraints of the solutions given in the problem."' 8
Later studies also confirmed the effects of heterogeneity on group decision quality. The same conclusion is indirectly indicated by research on the "groupthink" phenomenon-the absence of critical thinking in groups caused partly by excessive preoccupation with maintaining cohesiveness. Most of the examples of groupthink cited in the literature, such as the decision of the Kennedy administration to invade Cuba in 1961, portray decision processes as producing disastrous results. Because group cohesiveness is directly related to degrees of homogeneity, and groupthink only occurs in highly cohesive groups, the presence of cultural diversity in groups should reduce its probability.'9 Decision quality is best when neither excessive diversity nor excessive homogeneity are present. This point has been well summarized by Sheppard: "Similarity is an aid to developing cohesion; cohesion in turn, is related to the success of a group. Homogeneity, however, can be detrimental if it results in the absence of stimulation. If all members are alike, they may have little to talk about, they may compete with each other, or they may all commit the same mistake. Variety is the spice of life in a group, so long as there is a basic core of similarity. "20 A core of similarity among group members is desirable. This theme is similar to the "core value" concept advocated in the organization culture literature.2' Our interpretation is that all members must share some common values and norms to promote coherent actions on organizational goals. The need for heterogeneity, to promote problem solving and innovation, must be balanced with the need for organizational coherence and unity of action.
Additional support for the superior problem solving of diverse workgroups comes from the work of Nemeth cited earlier. In a series of studies, she found that the level of critical analysis of decision issues and alternatives was higher in groups subjected to minority views than in those which were not. The presence of minority views improved the quality of the decision process regardless of whether or not the minority view ultimately prevailed. A larger number of alternatives were considered and there was a more thorough examination of assumptions and implications of alternative scenarios.22
In sum, culturally diverse workforces create competitive advantage through better decisions. A variety of perspectives brought to the issue, higher levels of critical analysis of alternatives through minority-influence effects, and lower probability of groupthink all contribute. thinking and of cognitive flexibility.24 Since the incidence of bilingualism is much greater among minority culture groups (especially Hispanics and Asians) than the majority-white Anglo group, this research strongly supports the notion that cognitive flexibility is enhanced by the inclusion of these groups in predominantly Anglo workforces.
System Flexibility
The second way that managing cultural diversity may enhance organizational flexibility is that as policies and procedures are broadened and operating methods become less standardized, the organization becomes more fluid and adaptable. The tolerance for different cultural viewpoints should lead to greater openness to new ideas in general. Most important of all, if organizations are successful in overcoming resistance to change in the difficult area of accepting diversity, it should be well positioned to handle resistance to other types of change.
Suggestions for Organization Change
We have reviewed six ways in which the presence of cultural diversity and its effective management can yield a competitive advantage. Organizations wishing to maximize the benefits and minimize the drawbacks of diversity, in terms of workgroup cohesiveness, interpersonal conflict, turnover, and coherent action on major organizational goals, must creat "multicultural" organizations. The typical organization of the past has been either monolithic (homogeneous membership with a culture dominated by one cultural group) or plural (obstensively diverse membership but still culturally monolithic and without valuing and using differences to benefit the organization). By contrast, the multicultural organization is one where members of nontraditional backgrounds can contribute and achieve to their fullest potential.
The multicultural organization's specific features are as follows: (1) Pluralism: reciprocal acculturation where all cultural groups respect, value, and learn from one another; (2) full structural integration of all cultural groups so that they are well represented at all levels of the organization; (3) full integration of minority culture-group members in the informal networks of the organization; (4) an absence of prejudice and discrimination; (5) equal identification of minority-and majority-group members with the goals of the organization, and with opportunity for alignment of organizational and personal career goal achievement; (6) a minimum of inter-group conflict which is based on race, gender, nationality, and other identity groups of organization members. 25 Five key components are needed to transform traditional organizations into multicultural ones. Training is a crucial first step. However, it has limitations as an organization change tool and should not be used in isolation. It is also important to treat training as an on-going education process rather than a one-shot seminar.
Research
Collection of information about diversity related-issues is the third key component. Many types of data are needed including traditional equal-opportunity profile data, analysis of attitudes and perceptions of employees, and data which highlights the career experiences of different cultural groups (e.g., are mentors equally accessible to all members).
Research has several important uses. First, it is often helpful for identifying issues to be addressed in the education process. For example, data indicating differences of opinion about the value in diversity based on culture group can be used as a launching point for mixed-culture discussion groups in training sessions. Second, research helps identify areas where changes are needed and provides clues about how to make them. Third, research is necessary to evaluate the change effort. Baseline data on key indicators of the valuing diversity environment needs to be gathered and periodically updated to assess progress.
Culture and Management Systems Audit
A comprehensive analysis of the organization culture and human resource systems such as recruitment, performance appraisal, potential assessment and promotion, and compensation should be undertaken. The primary objectives of this audit are: (1) to uncover sources of potential bias unfavorable to members of certain cultural groups, and (2) to identify ways that corporate culture may inadvertently put some members at a disadvantage.
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It is important to look beyond surface data in auditing systems. For example, research that we reviewed or conducted indicates that even when average performance ratings for majority versus minority culture members are essentially the same, there may be differences in the relative priority placed on individual performance criteria, the distribution of the highest ratings, or the relationship between performance ratings and promotion. 6The audit must be an in-depth analysis, and the assistance of an external cultural diversity expert is strongly advised.
To identify ways that corporate culture may put some members at a disadvantage, consider a scenario where a prominent value in the organization culture is "aggressiveness." Such a value may place certain groups at a disadvantage if the norms of their secondary or alternative culture discouraged this behavior. This is indeed the case for many Asians and for women in many countries including the United States. While it is conceivable that the preservation of this value may be central to organizational effectiveness (in which case the solution may be to acknowledge the differential burden of conformity that some members must bear and to give assistance to them in learning the required behaviors), it may also be that the organizational values need to change so that other styles of accomplishing work are acceptable and perhaps even preferred. The point is that the prevailing values and norms must be identified and then examined critically in light of the diversity of the workforce.
The results of the audit must be translated into an agenda for specific changes in the organization culture and systems which management must then work to implement.
Follow-up
The final component, follow-up, consists of monitoring change, evaluating the results, and ultimately institutionalizing the changes as part of the organization's regular on-going processes. Like other management efforts, there is a need for accountability and control for work on diversity. Accountability for overseeing the change process might initially be assigned to the diversity task force, or if available, manager of diversity. Ultimately, however, accountability for preserving the changes must be established with every manager. Changes in the performance appraisal and reward processes are often needed to accomplish this. Follow-up activities should include additional training, repetition of the systems audit, and use of focus groups for on-going discussions about diversity issues.27 Conclusion Organizations' ability to attract, retain, and motivate people from diverse cultural backgrounds, may lead to competitive advantages in cost structures and through maintaining the highest quality human resources. Further capitalizing on the potential benefits of cultural diversity in work groups, organizations may gain a competitive advantage in creativity, problem solving, and flexible adaptation to change. We have identified steps that organizations can take toward accomplishing this.
While this article has reviewed a significant amount of relevant research, additional work clearly needs to be done, especially on the "value-in-diversity" issues. Nevertheless, the arguments, data, and suggestions presented here should be useful to organizations to build commitment and promote action for managing diversity efforts in the 1990s and beyond.
The results of the audit must be translated into an agenda for specific changes in the organization culture and systems which management must then work to implement. 
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